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. Set new records in most financial and traffic categories. 

. Consummated $60 million in long-term financing. 

. Negotiated purchase of Pan American-Grace Airways and its merger with Braniff. 
. Placed 16 new jets in service. 

. Retired all piston aircraft except six Convair 340s. 


. Inaugurated entirely new non-stop air service on nine major routes within the United States. 


Began non-stop service New York-Lima, New York-Panama, New York-Bogota, Miami-Lima. 


. Initiated contract flights for the Military Airlift Command to the Atlantic, Caribbean and Pacific. 


. Launched a brand new domestic air cargo service with the 727QC (quick change) jet and international 


cargo service with the 320C. 
Ordered three 1400 mph Concordes supplementing delivery positions for two Boeing supersonic aircraft. 


Announced $10 million in construction of new Dallas facilities, including a new 13-gate terminal, 
hostess college and cargo building. 


Organized the Board of International Chefs to advise on menus. 


Planned the largest promotion campaign ever undertaken to promote travel between North and 
South America. 


Introduced an international travel credit system called Fastcharge. 


Contracted for the most advanced electronics reservations system in the airline industry. 
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A Prior periods are adjusted for comparison with 1966 outstanding shares. 
The increase in the number of shares outstanding is due to a two-for-one stock split on May 6, 1966 
Includes military contract services in 1966 statistics. 
Computed on scheduled service only. 
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Record revenues and traffic, a continued uptrend in 
profits, more jets, a new cargo service, military 
contract operations, approval of a merger, all were 
highlights of a notable year of progress for Braniff 
International. 


The 1966 net income of $17.8 million exceeded the 
previous three years combined and was an increase 
of 88% over the preceeding year’s $9.5 million. 
Earnings per share were $3.02 compared to $1.60 
per share for 1965. Total system operating revenues 
of $187.8 million were’ 45% over the $129.3 million 
of 1965 and 71% over those of 1964. 


Passenger revenues were up 36.6% to $156.8 million, 
express and freight revenues up 20.2% to $9.97 
million, and mail revenues up 26.1% to $4.5 million. 
Charter and contract services provided $14 million 
in revenues. Total operating expenses of $163 million 
were 41.5% over the 1965 total of $115.5 million. 


In terms of traffic, revenue passenger miles were 
up 68.2% to 3.1 billion compared to 1.8 billion in 
1965 and 1.5 billion in 1964. This more than kept 
pace with the large 54% increase in available seat 
miles to 5.2 billion compared to 3.3 billion last year 
and 2.9 billion in 1964. Some 4.7 million passengers 
flew with Braniff this past year, an increase of 39% 
from the 3.4 million of last year and 63% over the 
2.9 million of 1964. 


In connection with this report, these points perhaps 
will be of particular interest: 


—In December 1966, Braniff successfully completed 
a $60 million public sale of debentures with 
warrants attached to provide long-term financing 
of purchases of aircraft and the outstanding 
common stock of Pan American-Grace Airways. 


—In April 1966, the shareholders approved a two- 
for-one stock-split effective May 6, 1966. 


—As to our jet equipment program, we placed 16 
new jets in service during 1966 and phased out 
all but six piston aircraft. Twenty-two more jets 
will be received during 1967 and we will have a 
totally turbine-powered operation by fall. The new 
jets have already permitted important new domes- 
tic and international schedules and the launching 
of a brand new cargo service. (see Aircraft and 
New Services). 


—As to routes—while there were no important 
commercial route awards to Braniff in 1966, we 
are an applicant in a number of cases which have 
progressed through various procedural steps in 
the past year (see New Route Proceedings). How- 
ever, Braniff commenced Pacific operations for 
the Military Airlift Command in June of 1966 and 
Atlantic and Caribbean operations in July. The 
brightly painted jets have been seen regularly in 
Hawaii, Japan, the Philippines, Okinawa, South 
Viet Nam, Thailand, Newfoundland, Greenland, 
Iceland, Puerto Rico, to name some of the major 
places. In January this year, the Atlantic MAC 
service was extended to Great Britain and Ger- 
many. In its commercial or military service, Braniff 
now has an operation touching every continent 
except Africa and Australia. 


—In terms of expansion, in October Braniff received 
the approval of the President of the United States 
and the Civil Aeronautics Board of its $30 million 
purchase of Pan American-Grace Airways and 
merger of the South American operations 
of Panagra with those of Braniff. The purchase 
was completed on January 19 of this year and 
combined operations of the merged companies 
began February 1 (see Panagra Merger). 


—In terms of facility expansion, we have announced 
a $10-million building program in the Dallas area. 


TO STOCHHOLDERS. CUSTOMERS 
AMD EMPLOYEES 


This includes a new 13-gate terminal facility in 
cooperation with the City of Dallas, our first 
hostess college, and a new automated cargo 
building. In New York, we have leased the entire 
10th floor of the Chrysler Building and this be- 
comes the eastern regional headquarters for 
Braniff. In South America the process of inte- 
grating Braniff and Panagra facilities is proceeding 
on schedule. In Lima, Peru, for example, admin- 
istrative offices have been combined in a new 
building just completed by Panagra at the inter- 
national airport. In downtown Buenos Aires, 
administrative headquarters and ticket office 
facilities are located in a new high-rise condo- 
minimum-type office building. 


—To best utilize our management, during 1966 we 
commissioned an extensive study to determine 
the organization structure with which we could 
continue our growth program for the next five 
years. Put into effect February 1, 1967, the new 
organization structure provides planning units 
to support each department and a stronger man- 
agement for each area of the world we serve 
headed by a regional vice president. A listing of 
the corporate officers and of the staff and regional 
vice presidents is found elsewhere in this report. 


With our growth program showing good results in 
terms of revenues and traffic, our transition to an 
all-turbine fleet in sight, speeded up passenger 
handling instituted and further innovations planned, 
a streamlined management organization adopted, 
the company is now focusing on cost control and 
cost improvement. 


Q TROY V. POST, Chairman of the Board 


In this connection, since Braniff was late in com- 
mencing its transition to a full turbine fleet, it has 
not yet had time to achieve the low break-even 
load factor, seat mile and ton mile costs that some 
other carriers in the industry are experiencing. 


The years 1965 and 1966 benefited from jet re- 
placement of pistons, but important economies are 
still ahead as the large investments in new equip- 
ment, training, and facilities reduce unit costs. Ton 
mile costs, which were 26.5¢ in 1965 and 23.5¢ in 
1966, should continue to decline. 


The new aircraft being delivered this year will 
enable us to increase our average length of haul 
which will have a desirable effect also on unit oper- 
ating costs. By the middle of the year we will take 
over the maintenance of the DC-8s operated in South 
America and formerly owned by Panagra. These are 
currently maintained and overhauled by Pan Amer- 
ican. Delivery of the DC-8-62s during the summer 
will enable us to effect further economies on the 
South American runs and allow us to bring the 
Boeing 320Cs into domestic service. 


The prospect of lower unit costs; additional capacity 
and potential new service as more jets are delivered 
and placed in service; the completion of the integra- 
tion of Braniff and Panagra in South America with 
its attendant economies; a full year of expanded 
military contract operations in the Pacific and Atlan- 
tic; development of the cargo business as further 
lift is added; and a continued improvement in the 
productivity of the 10,000 members of the Braniff 
family, all would indicate the year ahead should be 
one in which Braniff’s rate of growth will continue to 
exceed the airline industry average. 


HARDING L. LAWRENCE, President 
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On January 19, 1967, we completed the $30 million 
purchase of one of the leading U.S. flag airlines 
operating in South America, Pan American-Grace 
Airways (Panagra), from its two owners, W. R. Grace 
& Co. and Pan American World Airways. On Feb- 
ruary 1, we merged the South American operations 
of Panagra into Braniff and began combined service 
under the Braniff International name. 


It is our belief that this event will provide the greatest 
stimulus to the development of air transportation 
between North and South America since the advent 
of jet service. 


The two airlines will be quickly integrated and there 
are several immediate benefits for those planning 
travel for business or pleasure between the Americas. 


Where each airline had flights at almost similar 
departure times, we were able to re-schedule these 
flights with the result that we have a much wider 
selection of daily departure and arrival times. 


Each airline had a limited weekly schedule to, from 
and within South America. We are now able to 
provide a level of one-carrier service not possible 
before —30 round trip flights a week between the 
two continents. 


With the cooperation of our interchange partners, 
through plane passengers now can utilize five gate- 
ways for the first time — New York, Miami, Houston, 
Los Angeles, and San Francisco. 


The combined U.S. flag carrier now serves Brazil, 
Chile and Paraguay within the same system for the 
first time, plus the six major South American nations 
the two airlines both served individually before. 


Also for the first time non-stop service Santiago- 


Miami and Guayaquil-Miami was inaugurated. Be- 
sides improving our new passenger service, with 
the cooperation of our interchange partners, we 
were able to expand our cargo schedule to seven 
round trip flights a week from New York or Miami 
utilizing DC-8F jet freighters and Boeing 320C 
intercontinental passenger-cargo jets. This more 
than tripled our international cargo capacity. 


The merger of the airlines also justifies investing 
a substantial sum in route development in terms of 
promotion, personnel and facilities in each nation. 
In Lima, for example, we will now proceed with 
construction of three needed new tourism facilities 
—a restaurant night club, a beach club and an 
international market—requiring an investment of 
$1 million. To support the combined schedules, 
Braniff will invest some $4.7 million to promote 
travel between the two continents, probably more 
than all other sources together, and double Braniff’s 
own campaign in 1966. 


Finally, it is perhaps of interest to point out that 
the Panagra merger was the second step in our 
program to strengthen Braniff in South America, 
the first being the initiation of non-stop service 
from New York in April 1966. The third step will 
be the resolution of the United States-Caribbean- 
South America route case in which Braniff seeks to 
operate in its own right between South American 
cities and New York, New Orleans and Los Angeles/ 
San Francisco. That case is awaiting Civil Aeronautics 
Board decision. 


We fully expect that the combination of the 1300 
employees of Panagra, undoubtedly one of the most 
experienced airline groups in South America, with 
Braniff's 8700 employees on both continents will 
result in a professional competence beyond the 
capabilities of either airline. 
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A complete modernization of Braniff International's fleet 
has been substantially achieved as 11 Boeing 727 tri- 
jets and 5 Boeing 320C intercontinental jets were 
placed in service during the year. All but six piston 
aircraft have been retired and we now provide 98 per- 
cent of our available seat miles with jet-powered 
equipment. 


New jet aircraft will continue to be delivered at the 
rate of one every two weeks in 1967, including four 
Boeing 320Cs and thirteen 727s, the five DC-8-62s 
which Panagra had on order plus four DC-8s which 
were acquired in connection with the purchase of 
Panagra. 


Compared to the 19 turbine aircraft Braniff had in 
April 1965, we will have 73 turbine aircraft by October 
this year and all piston planes will have been phased 
out of service. Put another way, on April 1, 1965, we 
were operating turbine equipment, including spares, 
valued at $51 million; on October 31, 1967 this will 
be $313 million. 


The new equipment has permitted not only added 
schedule frequencies throughout most of our domestic 
system and to Mexico City and Acapulco, but also 
entirely new non-stop service Oklahoma-New York, 
Memphis-New York, Houston-Denver, Houston-Okla- 
homa City, Houston-Kansas City, Chicago-Wichita, 
Chicago-San Antonio, Minneapolis-St. Louis, Omaha- 
St. Louis, New York-Lima, New York-Bogota, New York- 
Panama and Miami-Lima (the New York international 
service is in cooperation with Eastern Airlines). 


As additional planes come to us this year, you can 
anticipate hearing of other new service. In fact on 
March 15 we will: (1) almost double non-stop service 
between Dallas and New York with five daily non-stops 
to Kennedy International Airport and six daily non- 
stops to Dallas; (2) double the direct one-stop service 
between Dallas and Newark with four daily round trip 
flights; (3) inaugurate daily non-stop round trip service 
between Nashville and New York. 


Eighteen of the 24 Boeing 727s which Braniff has 
received or has on order are “QC” or “Quick Change” 
versions and through newly devised engineering on the 
aircraft and ground support equipment can be con- 
verted to all-passenger, all-cargo or combination pas- 
senger-cargo configurations in only 30 minutes. 


This permits greater aircraft utilization and a more 
rapid expansion of both cargo and passenger capacity 
and service than if separate aircraft were used for each. 


Braniff began the world’s first “QC” jet cargo operation 
last August between Chicago, Dallas and San Antonio 
and later expanded it to include cargo jet service 
between New York, Washington, Nashville, Memphis, 
Dallas and Houston. Since then non-stop Dallas-New 
York service has been inaugurated. Additional jet cargo 
flights will begin to other cities as more aircraft are 
delivered. For example, on March 15 we will begin jet 
cargo service on the Chicago-Kansas City-Dallas route. 


The large 320C intercontinental jets which Braniff is 
receiving also are convertible passenger-cargo aircraft. 
They were inaugurated into service between the U.S. 
and South America last October in a configuration 
capable of carrying 104 passengers and 33,000 pounds 
of cargo. 


With the new cargo aircraft too, Braniff announced a 
Reserved Air Freight system (BRAF) which permits 
both domestic and international shippers to reserve 
cargo space just as they would reserve seats for their 
own personal travel. 


Looking beyond the immediate deliveries of subsonic 
aircraft scheduled for us this year, we are studying 
requirements for the Boeing 747 jumbo jet for high 
density long-haul segments and in view of possible 
route awards. 


Even further ahead in regard to our fleet mix of the 
1970s, we have ordered three Concordes. These are 
planned as 1400 mile-per-hour aircraft seating 124- 
130 passengers. Braniff also has two delivery positions 
reserved for the 1800 mile-per-hour Boeing supersonic. 
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While more schedules, new non-stops, all jet-powered 
equipment are vitally important, we are particularly 
proud of the new ideas, innovations and improve- 
ments in service to our customers. It is all part of 
our plan to make travel to a destination as exciting 
as the destination itself, or putting it another way — 
giving you better treatment on the ground and in 
the air than you have been getting. 


We speeded up the boarding process with the: (1) 
“Fastpack” which came into widespread use for the 
first time. It's the simplest write-your-own ticket 
pack ever for frequent travelers. (2) “Fastcheck” — 
it's a permanent baggage tag for regular Braniff 
fliers. (3) “Fastcharge’—the almost instant trip 
charge plan which lets you put your trip on credit 
when you walk up to a Braniff ticket counter or 
travel agent —even one to South America — without 
any delay for a credit check. We bill you every 30 
days adding a minor service fee if you want to 
program your payments. (4) An experimental drive- 
in ticket office in Dallas which works with two-way 
television to our agent. (5) We ordered the most 
advanced electronic reservations system, costing 
over $7 million, for installation in late 1968, mean- 
time doubled our telephone lines and reservationists. 


We made it more fun to fly with us, we believe, with 
“Air Strip Part Il?) Pucci’s latest high fashions for 
our hostesses which brought us derby hats, print 


dresses, leotards, hooded fur parkas, made it pos- 
sible for you to see up to six changes on any one 
flight. 


We drastically changed our inflight service with: 
(1) Crystal, china and silverware in the coach section 
as well as first class. (2) New refreshments such as 
pisco sours from Peru and margaritas from Mexico. 
(3) A change from cold to hot hors d’oeuvres on 
long-haul domestic flights and introduction of new 
ones as Peruvian conchitas. (4) Organization of the 
Board of International Chefs to advise us on further 
menu ideas. The members: Felix Meier of La Fonda 
del Sol in New York, Alex Cardini of Cardini’s in 
Mexico City, Roger Piaget of Le Pavillon in Lima, 
Federico Buecker of the German Club in Buenos 
Aires, and Willy Rossel as executive chef. (5) A six- 
cycle menu system which almost guarantees never 
getting the same meal twice on Braniff. (6) The 
Cappuccino to top off your dinner. It’s equal parts 
of hot chocolate and coffee, plus a jigger of brandy. 
(7) New ideas as all-the-ribs-and-chicken you can eat. 
We call it all the “Battle for Men’s Stomachs” which, 
when added to our corps of “Time Police” watching 
on-time performance, we think is starting to add up 
to making the trip seem all too short. 


And by the way, we’re adding more colors to our jet 
fleet—bright green and bright red. It's all part of 
the fun. 
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New routes have played a vital role in the growth ¢ 
every airline. Braniff has had no route awards sing 
1955 except an extension beyond Mexico City to Acz 
pulco in December 1965 and the addition of thre) 
cities to our South American routes as a result of th| 
merger with Panagra. Therefore, your managemer 
is actively seeking additional routes. This is a statu| 
report on those currently under investigation by th) 
Civil Aeronautics Board. | 


1. UNITED STATES - CARIBBEAN -SOUTH AMERIC} 
INVESTIGATION. Braniff seeks improved route acces} 
with non-stop privileges from major U.S. gateways + 
New York, Miami, New Orleans and Los Angeles/Sa! 
Francisco—to points served in South America. Wit} 
the merger of Braniff and Panagra completed, promp 
disposition of this proceeding is expected. It is hope} 
the Board's final decision will be rendered by the ens 
of 1967. 


2. PACIFIC: NORTHWEST-SOUTHWEST SERVICE IN 
VESTIGATION. Braniff seeks to provide service betwee! 
points in the Midwest, South and Southwest to Seattle} 
Tacoma, Portland and Salt Lake City. The examiner” 
initial decision, rendered in June 1966, recommende¢ 
the grant of Braniff's application in its entirety, togethe! 
with awards to other carriers. Oral argument was hel< 
before the Board in the fall of 1966 and the Board’ 
decision is pending. 


3. REOPENED SOUTHERN TRANSCONTINENTAL 
SERVICE CASE. In March 1966 the Board by a 2-2 
vote refused to reconsider its order denying Braniff’ 
application for a Dallas-Miami route. Braniff sought re 
view in the U.S. Court of Appeals where the case wa 
briefed and argued. On February 13, 1967, the Boarc 
requested the Court to vacate the orders under re 
view and to remand the matter to the Board for con 
sideration in a new Southern Transcontinental Service 
Case that will be initiated shortly involving air servicé 
between Florida and Georgia to California with variou: 
intermediate points, including Dallas/Ft. Worth anc 
New Orleans. Braniff will be a vigorous participant. 


4. CHICAGO-TORONTO ROUTE. Early in 1966, afte 
the signing of the U.S. — Canadian Bilateral Air Trans 
port Agreement, Braniff filed an application to extenc 
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ts routes beyond Chicago to Toronto. The Examiner’s 
nitial decision in this proceeding recommended denial 
yf Braniff's application. Braniff challenged this recom- 
nendation in briefs and in oral argument before the 
30ard in the fall of 1966. A Board decision is pending. 


5. REOPENED NEW YORK-FLORIDA RENEWAL CASE. 
3raniff's application for authority to serve Florida 
oints on the one hand, and principal northeast cities 
yn the other was denied by the Board in an opinion 
‘eleased March 3. However, the Board deferred decision 
In Braniff’s application for local traffic rights between 
New York and Miami via Washington as part of possible 
hrough-plane service on international flights to and 
rom South America. Deferral is to permit future con- 
sideration at the time the pending U.S.-Caribbean- 
south America Investigation is before the Board for 
lecision. 


95. NORTHEAST-BAHAMAS SERVICE CASE. Braniff 
iled an application to provide service between cities 
n northeastern United States on the one hand, and 
he Bahamas on the other. Hearings have been con- 
sluded and briefs to the Examiner were filed February 
20, 1967. The Examiner’s decision is expected this year. 


7. TRANSPACIFIC ROUTE INVESTIGATION. Braniff, 
ne of eighteen applicants, is seeking authority to 
provide service between various cities on the main- 
and of the U.S. on the one hand and Hawaii, Oceania, 
\ustralia, New Zealand and the Orient. Hearings began 
n Honolulu February 15, 1967. The proceeding will 
yrobably require two to three years until final decision. 


3. TWIN CITIES-CALIFORNIA SERVICE INVESTIGA- 
ION. In this case Braniff and others are seeking au- 
hority to provide service between Minneapolis/St. 
-aul and San Francisco/Los Angeles. Hearings are 
cheduled for June 1967. 


9. GULF STATES-MIDWEST POINTS SERVICE INVES- 
TIGATION. In the fall of 1966 the Board instituted an 
nvestigation of air service between various Gulf States 
ities and Midwest cities. The final scope of the inves- 
igation has not yet been determined nor have pro- 
edural dates been set by the Board. 
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321,678,216 
204,752,754 


Si) 7,3/0;297 
30,355,274 
45,492,964 


BSS, 2S hoSu) 


$ 95,794,960 
130,336,335 
51,105,000 


2 7,370,297 
18,355,274 
29,150,706 


$ 54,876,277 


FIVE VEAR REVIEW 


$ 65,072,482 
98,805,514 
29,600,000 


$9 7370;297, 
18,355,274 
LOSI 7 Lee 


$ 45,722,723 


1963 1962 
$ 87,440,628 $ 84,024,153 
5,661,323 5,334,536 
2,938,173 2,869,321 
2,235,856 2,225,071 
$ 98,475,980 $ 94,453,081 
$ 16,800 $ 1,219,345 
1,258,836 2,428,677 
737 030 442,217 
$ 21,552,728 $ 22,342,249 
12,196,067 12,568,695 
$ 9)356;661 $9773 ;954 
$ 67,346,063 $ 69,436,773 
94,596,065 95,895,780 
32,774,997 35,741,665 
$ 7,370,297 $ 7,370,297 
18,355,274 18,355,274 
14,321,339 13,062,503 
$ 40,046,910 $ 38,788,074 


CONCORDE 
SUPERSONIC 


TRANSPORT 


1966 1965 1964 1963 1962 

Operations * 

Revenue Miles : 58,176,997 40,583,071 36,414,662 34,424,063 34,343,368 

Percentage of Schedules 

Completed ® 96.46 98.49 98.10 98.61 98.01 

Available Ton Miles (OOO) 696,815 435,212 390,106 361,064 334,455 
Passengers “ 

Revenue Passengers Carried 4,689,862 SSSo N56 2,875,969 2,642,243 2,461,262 

Revenue Passenger Miles (OOO) 3,059,574 1,818,701 1,543,925 1,385,403 1,281,950 

Available Seat Miles (OOO) 5,150,072 3,364,467 2,882,314 2,606,484 2,411,556 

Passenger Load Factor® 56.10 53.95 53.33 53.02 52:99 
Air Mail 

Tons Carried... 20,425 14,337 i255 11,283 11,439 

Ton Miles 12,307,619 8,734,306 6,906,309 6,905,927 6,812,635 
Express and Freight 

Tons Carried 5Splg92 42,831 BOreiy, 29,664 29,784 

Ton Miles 3 ; 56,490,479 30,656,078 24,841,111 19,486,901 18,875,744 


A = 
3 Includes military contract services in 1966 statistics 
Computed on scheduled service only 


FIVE VEAR REVIEW 


BALAIMCE SHEET 
ASSETS DECEMBER 31.196G6G & 1965 


DECEMBER 31 


CURRENT ASSETS: 1966 1965 
OF) eee ear aCR e maa ac snc cma Rates ath ser ce toa. oicka ia.cua. a8 ceo certo $ 3,434,493 $ 4,128,530 
Temporary cash investments — at cost plus accrued interest.............. 19,950,709 5,307,900 
Accounts receivable less nesenvens sence sters cr) arene ener rene ee nee 28,236,560 14,810,005 
Spare parts and materials and supplies —at average cost, less reserve. .... 7,910) 113 4,327,557 
Prépaid expenses; etes 4 a..0 oven eee case arco clcnerapetin cr ence eee neem ena 909,549 831,773 

Total Current assets sya ue cos tsetse nel ep ar iee ee ae cna eee 60,441,424 29,405,765 
SPECIAL FUNDS AND INVESTMENTS: 
Depositsionequipment purchaserconthacts ee onder eres eas 19°633;992 1,458,893 
Funds and advance for investment in Pan American-Grace Airways, Inc. 
GIN@TS De se oe ae ae eee he Pro ees rR a eee 30,000,000 
OURGE Foose ec eecacs sus lees aan eee en dea) tuo ae ene Brae eee ed en eee ee 357,768 332,824 
hotalispecial tundsSsand investment aesae ci eerie anna neers 49,991,760 I ZS TA 
PROPERTY AND EQUIPMENT —At cost: 
Flight equipMentavac «1 a0 acces tere. aire COATS eee non ee ee 241,440,326 148,683,161 
heel eHoldolvelan Pelee Wi MMeMiac cogs coh aconeanandeennooucecanesnesone 22,183,239 14,516,304 
ORAM s oiai ¥.Sxc zt Biden On as a tee eRe ete eee ae 263,623,565 163,199,465 
Less reserve tor depreciationin. -o.icsne cei nee ee ee eee 72,779,074 67,404,505 
Property and (equlpinie int met sqccac sie eaters cee ermine eerste rare rare 190,844,491 95,794,960 


DEFERRED CHARGES — Unamortized balances: 


Long-term debt discount and expense (Note 4)... 7.4.0 e2ce es asses oe 13,647,088 534,925 
Developmental and fleet preoperating costs. ..............0-00500s0s005 4,764,330 639,758 
LOnE-term:. PREPAY IMENTS) shee aoc ace aebae ore cues ye eta ete eee eee ete eee 1,429,329 1,675,213 
O) a2] SMR SNS eR Ne er rh OPeA Ae Aare o bib rea a osu cuhind Boesch ch che uses 559,794 493,997 
Motaldeferned|iCharG@esw arse cokes eee eae ee ee nee erent ea 20,400,541 3,343,893 

TOTALS ais do tas nis olen etna ee $321,678,216 $130;336,335 


The accompanying Notes to Financial Statements are an integral part of this statement 


BRATIIFF AIRWAYS. ITICORPORATED 


LIAR BILITIES 


DECEMBER 31 


CURRENT LIABILITIES: 1966 1965 
i NACH UIST) OFZ) ULI Gb Satan EA etn oan Oe AS SA OA See A ROA Ac ase $ 13,046,683 $ 8,618,898 
WRusedl transoonrcavionur ecsrvec ae Moat eee tee eke eereee ees ira neue eee 2,388,675 2,483,806 
Ain trayeliplanraepOStts; vnc... coe ceacsio eee deveetasints eer apse shebaoteta ata asta ate ewet FOS hiZ> 753,950 
Incomertaxest pay aller a.ctecactace irae teats eee ee ee erence cede re Peer 720,475 1,161,578 
Othercunrentliabilitiessecens scien noc cete ee dae rarteaseor tens areeeate ences tans 4,052,864 9538s53 
motalcunrentillabilities 2. aye ea es Sear wa ere ener horney eet 20,972,422 13; 9755385 
EONG- TERM 'DEBT (Note: 2 i) cic ene ieeer ete = eye cee ae eure ane 204,752,754 51,105,000 
DEFERRED CREDITS: 
Deferred 'FederaltinGome: taxes ini mister sas creversdctencrsr seen) xaos caeneee vere oteseein ashy 125357,785 10,052,785 
ONS EAS, ee aOR ce eo ag eR nce cree ee ee re I sve Men Spee ee mans let 376,720 330,888 
etalideternred!credits?cpcana wn teu-eece chicky Nea em sath cstas estes a eae 12,734.505 1OBS3 i673 
STOCKHOLDERS’ EQUITY: 
Common stock—at December 31, 1966—authorized, 10,000,000 shares of 
$1.25 par value; issued and outstanding, 5,896,238 shares (Note 3)... 7,370,297 7,370,297 
Capitall:surpoltis (NOTE A)! Suse ais acto erates setrsee ents cis) teen ee eset ier stebe a 30,355,274 18,355,274 
Retainediearnliitesx(INotes2 i: 2a cea tard 2) suse secs syslava se eaieasieae bene esha) a) are eee 45,492,964 29,150,706 
motalistockhold ens! (eG ity. mteccerer sre far .eaae< lcaapebs sect ate tence erate ee 83,218,535 54,876,277 
ASUS | Reed Te ee em a rca Oke Sine oat $321,678)216 —~3130,336:335 


The accompanying Notes to Financial Statements are an integral part of this statement 


STATEMENT OF Mcome 


AND RETAITIED EARIMNIIGS 
FOR YEARS ENDED DECEMBER 31,1966 aND 198 BRAIHMFF AIRWAYS. ITICORPORATED 


YEAR ENDED DECEMBER 31 


OPERATING REVENUES: 1966 1965 
PASSENBEN 35.5 5) ee te athe nc oute ta seer Be eta RCA on Se eer Coane Poe $156,771,067 $114,729,807 
Military ‘contract services. ox fic crise oe oles sceuetue ge ches neste, suciietene=ne sacra 14,041,258 
Express;and) freight vc cc. cree cis pte ges teeta en ear ee te he tee eee ater ere ee 9972°358 8,297,558 
1 | mer rae wee na eel ry, Sic eM opie eee nd re Re tate Be Ey ih, cries setier im, Gres wiicllcn © 4,491,551 3,563,198 
Oy ae ee Ae ee teria ire ae eat ny onc MEre. Cau Gabon Ama bhin gs Geietoyh & ZSsOsuy 2,674,892 

TFOrtallles Sang. eek mittee toss snus hte ck eee venianac et omanen rt Swe ot ee meee as AR ae gee a 187,826,551 129,265,455 

OPERATING EXPENSES: 

PAN Aa esrelate tire Wink Wel reel awe ohosuhondoudso Sonn ob ardcdaomoubanso 89,175,466 63,123,743 
Maintenances cio tire ces sr tep eer cn eee ara ected ae cere tape eter oe wrt ree geen eS 28,501,579 21,760,721 
Sales:and' advertising a. 24ers crecya sckeie see end eer eee nee ae oe ete 23,383,146 15,544,794 
Depreciation and amortization, less amounts charged to other accounts... . T5079'037, 10,014,153 
General, and-admilnistrativess «22:0 sc-c.26 muta cr a eteleterc se oratories cee eteue tele 7,264,652 5,058,725 
Total ccf a:ciatacs sek Sea. sree ee. dae ar apace ete 163,403,880 115,502,136 
OPERATING: INCOME: 3 cass gcsiearastge encisoeed cha Rasta tk ay oe ee ae ne 24,422,671 13,763,319 


NONOPERATING INCOME: 
Gain on disposition of property-net (including in 1966 provision for antici- 


pated losses on disposition of certain propeller-driven aircraft) ....... iis 985 792,468 
CO at eee a aA RON IS Uren Pen athens arr icatins a ecm ince a aun cane 975,888 729,564 
i io) ¢-) nena ee ee ee CEN eer Nie AIM ES Ea GO a) linc Gknaboee 6 2,107,873 1/522/032 
Total Scns Wire sin & vedas Ae, Beams lee ee Spee eRe Re 26,530,544 PSiZ85is5a) 
NONOPERATING EXPENSES: 

Interest, less'$1°210) 568i capitalized LOGGse esterase ree 4,857,848 1,858,748 
Other Se eRe esi TAC Pe eer PG lait, SbicdatordcneGeer a .0 787,989 381,126 
fot | a ee rey Pees erent een Neer... 6 mince obi Asra rte 5,645,837 2,239,874 
INCOME BEFORE PROVISION FOR INCOME TAXES... .-2-22...-..1.+5--0- 20,884,707 13,045,477 
PROVISION FOR INCOME TAXES (Note: 5)@naenec ene ene eee aie ere 3,068,389 Shey glil 
NET INCOME: oo ign ch 8b fac x tear atn ap oni clas ee oxi ig ean ca a ee ee gra ee 17,816,318 9,448 366 
RETAINED EARNINGS AT BEGINNING OF YEAR.......................... 29,150,706 19,997,152 
Total ss fa 2 eke Rebels veel sa area este a Aten date ee ie ee 46,967,024 29,445,518 

CASH DIVIDENDS—Per Share: 25¢ in 1966 and 5¢ in 1965, adjusted retro- 
actively for two-for-one! stock: split In) L966.0 an «oem seme ee le aes 1,474,060 294,812 
RETAINED EARNINGS7ATs ENDIOFSYEARA(Note?2) peri nre eee $ 45,492,964 $ 29,150,706 


The accompanying Notes to Financial Statements are an integral part of this statement 


STATEMENT OF SOURCE : 


GS APPLICATION OF FuUurTIDS 
FOR YEARS ENDED DECEMBER 31, 1966 aND198 BRAIWMFF AIRWATS. INCORPORATED 


SOURCE OF FUNDS: YEAR ENDED DECEMBER 31 


Funds provided from operations: To6e 1282 
ING tin G OMS earerarpes oie secay stereo comet xcrceirey elle, s/h zys Sucle ve owen ame ee arteeuaygs oye $ 17,816,318 $ 9,448,366 
Depreciationramncdranmonuizatiotiermrscsc = eteveees-teve este siete eee te ay eoreuye re 19,476,974 11,362,843 
DefernrediiFederallimconne tax@Syer-ren- tes -uemet eel mee cicero talc tegen = 2,305,000 
Ace etree aerate arses ete scat tran re cre eae ene aig amare cath 39,598,292 20,811,209 
Netinereasedin lomeate tam debt. sete or cecttche tel cre teena cueusen eyes sucrose 153,647,754 21,505,000 
DIU) GAL sop ore cise re Wemewe, euclee oh gees Rees emcee. oP: gicbie: Gun eeen ner aan ee $193,246,046 $ 42,316,209 
APPLICATION OF FUNDS: 
Net additions to property andiequipment..........---- 46 o- esse = = $112,860,575 $ 40,733,330 
Increase-in; working: icapital oo steps suisas eve syevere stars tere crmicwen soc steps sus Gel eee erie 24,034,622 4,467,441 
Increase (decrease) in deposits with manufacturers in connection with 
SOWA (DWI cele) HOMMNTGICHS anda nec Saans ess oabuusboe se du noooues 18,175,099 (5,902,256) 
Funds and advance for investment in Pan American-Grace Airways, Inc.... 30,000,000 
(Or lame lNisl-inleiows @renmaeescs aes oe racic ot alas aac teats aeintanaters enaiory aiais Aa eieerenin 1,474,060 294,812 
ORR THe levees cere and resus ae Oe ie recat oh ar armen meme amc ce 6,701,690 2,722,882 
THOT Ao ace case eee eure eee carve ee kre pee aang aatea ages aoe $193,246,046 $ 42,316,209 


BRAMIFF AIRWATS. MICORPORATED 


TRANSFER AGENTS REGISTRARS 


THE CHASE MANHATTAN BANK (NATIONAL ASSOCIATION) MANUFACTURERS HANOVER TRUST COMPANY 
REPUBLIC NATIONAL BANK OF DALLAS FIRST NATIONAL BANK IN DALLAS 


NOTES TO FINANICIAL STATEMETITS 


1. In January 1967 the Company consummated the 
acquisition of 100% of the outstanding common stock 
of Pan American-Grace Airways, Inc. for $30,000,000 
and that company was merged with Braniff effective 
January 31, 1967. 


2. Long-term debt at December 31, 1966 comprised the 
following: 

Notes payable to banks and insurance 

companies: 

Insurance companies (annual sinking 
fund payments of $4,250,000 com- 
mencing on July 1, 1972): 

5%% Notes due July 1, 1985........... 
54% Notes due July 1, 1985............ 

Banks—5% Revolving Credit Notes 
due July 1, 1968 and 5% Notes due 
June 30, 1973 (semi-annual pay- 
ments of $6,000,000 commencing 
on December 31. 1968) 

5%% Subordinated Debentures due 
December 1, 1986 with warrants 
for the purchase of 480,000 shares 
of common stock (see Note 3) 
(annual sinking fund payments of 
$3,600,000 commencing on Decem- 
ber 1, 1973) 

6%% Subordinated Notes due October 
31, 1981 (annual payments of 
$2,500,000 commencing in 1972 
on notes outstanding)........... 

Total. 


$ 41,775,000 
18,225,000 


60,000,000 


60,000,000 


banks and insurance companies were issued and the 
indenture under which the debentures were issued 
provide, among other things, certain restrictions in 
respect to payment of dividends and/or acquisitions 
by the Company of its common stock. As a result of 
such provisions, unrestricted retained earnings of the 
Company aggregated $16,342,258 at December 31, 
1966. In addition, the note and loan agreements with 
banks and insurance companies provide for maintaining 
certain minimum working capital. 


3. During 1966 the Company's outstanding shares of 
common stock were split two-for-one and the authorized 
common stock was increased from 3,000,000 shares 
of $2.50 par value each to 10,000,000 shares of $1.25 
par value each. 

At December 31, 1966, 480,000 shares of the Com- 
Pany’s unissued common stock were reserved for 


24,752,754 
$204, 752,754 


The agreements under which the notes payable to 


redemption of warrants attached to the 5%% Sub- 
ordinated Debentures issued during 1966. The warrants 
entitle the holders thereof to purchase such shares 
of common stock at $73 per share commencing January 
1, 1968 to and including December 1, 1986, when the 
warrants expire. 


4. The increase of $12,000,000 in capital surplus rep- 
resents the portion of the proceeds from sale of the 
5%% Subordinated Debentures attributable to the 
warrants attached thereto; such amount has been 
treated as a deferred charge and will be amortized by 
charges against income over the life of the related 
debentures. 

5. During the latter part of 1965, Greatamerica Cor- 
poration increased its holdings in the Company's com- 
mon stock to more than 80%; consequently, operations 
of Braniff since December 1, 1965 are being included 
in consolidated Federal income tax returns of Great- 
america and subsidiaries resulting in estimated savings 
in Federal income taxes of $4,800,000 for 1966 and 
$500,000 for 1965. As a result of the ending of Great- 
america’s tax loss carryforward, future earnings of 
Braniff may not benefit to the same extent as that for 
the year 1966. 

Investment tax credit recognized in income as a re- 
duction to Federal income taxes approximated $207,000 
in 1966 and $1,470,000 in 1965. Investment tax credit 
available for carryforward to future years approximated 
$8,800,000 at December 31, 1966. 

6. At December 31, 1966 the Company had commit- 
ments, including commitments of Pan American-Grace 
Airways, Inc. (see Note 1), to acquire additional jet 
aircraft,including provisioning thereof,estimated to cost 
$157,000,000 of which $27,235,461 had been deposited 
with manufacturers. 

Long-term lease agreements in effect at December 
31, 1966, for varying terms, require minimum annual 
rentals of approximately $3,200,000. 

7. The Company has several pension plans covering 
substantially all of its domestic employees. The total 
pension expense for the year was approximately 
$1,950,000 including $164,000 as to prior service costs 
which are being funded over periods up to 30 years. 
The Company’s policy is to fund pension cost accrued. 
The present value of vested benefits at December 31, 
1966 has not been actuarially determined. As a result 
of amendments to the plans during 1966 the Company's 
cost thereunder will substantially increase in future 
years. 


ACCOUNTANTS OPlMNo;:n 


Aoi NS oa SEES 


CERTIFIED PUBLIC ACCOUNTANTS 
1600 PACIFIC AVENUE, DALLAS 75201 


Braniff Airways, Incorporated: 


We have examined the balance sheet of Braniff Airways, Incorporated as of December 31, 1966, and 
the related statements of income and retained earnings and of source and application of funds for the 
year then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying statements present fairly the financial position of the Company as 
of December 31, 1966 and the results of its operations and the source and application of its funds for 
the year then ended, in conformity with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. 


February 21, 1967 


NEW BRANIFF DALLAS LOVE FIELD TERMINAL BRANIFF INTERNATIONAL'S HOSTESS COLLEGE 
OPENING, SCHEDULED EARLY 1968 COMPLETION SCHEDULED DECEMBER, 1967 


TROY V. POST, Chairman of Board, Member of Executive Committee 
e Chairman of Board, Greatamerica Corporation, Dallas, Texas 
HARDING L. LAWRENCE, President, Chairman of Executive Committee 
C. EDWARD ACKER, Executive Vice President, Member of Executive Committee 
R. V. CARLETON, Executive Vice President 
REX BRACK, Senior Vice President 
ROBERT H. BURCK, Vice President 
E. GRANT FITTS, Member of Executive Committee * President, Vice Chairman of Board and 
Chairman Finance Committee, Greatamerica Corporation, Dallas, Texas 
W. W. HEATH «@ Heath and Davis, Austin, Texas 
J. E. JONSSON «¢ Honorary Chairman of Board, Texas Instruments Incorporated, Dallas, Texas 
HERMAN W. LAY e Chairman of Board, PepsiCo, Inc., Dallas, Texas 
GUSTAVE L. LEVY e Goldman, Sachs & Co., New York, New York 
JOHN W. MECOM, SR. e Independent Oil and Gas Operator, Houston, Texas 
PAUL A. PORTER e Arnold & Porter, Washington, D. C. 
ROBERT H. STEWART III, Member of Executive Committee 
¢ Chairman of Board, First National Bank in Dallas, Dallas, Texas 
W. L. VOGLER « Chairman of Board and Chief Executive Officer, 


American National Insurance Company, Galveston, Texas 
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R. V. CARLETON, Executive Vice President- THOMAS B. KING, Vice President-Promotion 
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FRED J. BEISECKER, Vice President- Financial Services, South America 
Financial Services THOMAS P. ROBERTSON, Vice President - 
HORACE BOLDING, Vice President- Regulatory Proceedings 
Administrative Services CHARLES S. SOUTH, Vice President-South America 
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